Abstract
Problem
The economic theory tells us that the exchange rate between the national currency and exports or imports, therefore the trade balance, has a connection: the depreciation of the national currency (ALL) versus foreign currencies (ex. Euro (EUR) as the main foreign currency in the Albanian economy), and this evaluation, makes the imported goods to rise in the domestic market price) so it is expected an increase of the Consumer Price Index, CPI) and exported goods are sold cheaper in foreign markets. This promotes exports at a time when the goods are exported to overseas market competitive by improving the country's trade balance. On the other hand if the national currency is overevaluated, the effect is the opposite. Thus, the exchange rate becomes effective regulatory mechanism in international trade competition between different countries. This is more pronounced among countries with a relatively important position in international trade (let us remember the impact of the fluctuation of currency exchange rate between the Chinese economy and that of the U.S. in trade balance between the two countries. Obviously this strong connection is expected to occur at a time when competition is perefect and variables are measured without any error (this usually expresses the trade volume and exchange rate that exists in the market). On the other hand, in terms of low weight still Albanian exports the weak competition in international market fluctuations in exchange rates between our currency and EUR ALLs will affect not with the same intensity the fluctuation in consumer prices and the trade balance of the country. Therefore, the above mentioned economic theory also explains that between CPI, Exchange Rate and Trade Balance should be a positive dependency, if the euro becomes more expensive, in an economy where imports of consumer goods are important, goods and services are expected to become more expensive, so the CPI will increase . Moreover, the trade balance in favor of imports deepened, especially for consumer goods is expected to increase in the CPI, hence inflation. In this case we can speak of a kind of "import" of inflation, especially when the prices of these goods out grow. In this way the growth of imports may not only be due to increased physical volume of imports but also of their value due to higher prices of imports.
But these reports have not been tested or evaluated for the Albanian economy, so here is a related problem of not recognising these effects on economy.
Objectives
In this research we have the following objectives:
i. Empirical assessment of the impact of the euro exchange rate on the level of the INDEX Consumer Price Index (CPI) ii.
Empirical assessment of the impact on the trade balance level INDEX Consumer Price Index (CPI) iii.
Empirical assessment of the impact of the euro exchange rate on the trade balance level iv.
Build one or several alternative models for short-term prognosis exchange rate and CPI
Methodology and data
The methodology we used in this research is the statistical and econometric modeling, mainly: a. Regression models multisectorial b. Hammering double exponential constant (mainly Holt-Winter) c. ARIMA models The data we have received from the site of the Bank of Albania. They are time series with monthly terms, starting from 2007 until the end of 2011. Before 2007 there is no data for the three variables simultaneously, so we are limited in the time period where no data for the three variables.
Variables for which we have data received three, as mentioned in the above discussion of the problem: -Exchange rate of the euro expressed in lek lek for one euro, February Course -The trade balance in euros, expressed as the difference between exports with imports, February Balance -Consumer Price Index, expressed in%, February CPI.
The research results

Trends and Indicators
The data show that the exchange rate (the euro) has a positive dynamics, as shown in Chart 1 below:
But the course dynamics is characterized by seasonal light shaking. Below we present quarterly seasonal indices of course, where the positive effects appear in the second season and the third: 
543
The CPI dynamics has seasonal indexes: As the dynamics of the trade balance is as follows:
Empirical Dependence
When viewed alone, it appears that the trade balance does not depend significantly on the exchange rate: We identify the balance does not depend on the exchange rate significantly, although note that the growth rate has a tendency to balance grow!. CPI depends on the course without delay, about the same as from the course with a delay, but the course is too late kolinear with a course without delay and need not be kept in the model. To eliminate the effect of the first order autocorrelation in the series back and CPI Course in stationary chain through differentiation, after which we assess: We notice that the difference in the exchange rate affects significantly increase in the difference of the CPI increase. Finally, we note that in our country the exchange rate change is reflected in the change of the CPI, CPI therefore depends on the course, but since the error term is high autocorrelation coefficient of the first order, the terms may include an AR (1) in the model. In this case there is a major upgrade of the model, because the coefficient of determination ranges from 0.828 to 0.96. This model can be used for prognosis: Another model, competitive with the first, would be as follows: The exchange rate depends on the dynamic delay of up to two, in other words, the exchange is a process AR (2), this model can be used for prognosis of CPI. CPI depends on the course, but to a large extent and also the trade balance (Table 10) . CPI model with two variables supports the analysis by means of indicators Cp (Mallou), as follows. Model with two variables has little Cp with the two models with only one of the variables. The model with the two variables has the highest coefficient of determination adjusted (Table 11) . But this model suffers from autocorrelation in the error term and we will preffer CPI model with only the exchange rate.
Prognosis exchange rate
In The latest data on the Balance of Payments for 2012 show a net current account deficit of EUR 671,1 million at the end of Third Quarter (Q3). This is estimated as 9,2 % of nominal GDP. Trade balance amounted a deficit of EUR 1,481 million with the main indicators given in the table. 
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The level of economic activity during 2012 was slowed down with its impact at main indicators considered in this study. However the exchange rate was pretty stable with annual CPI level of 2,4 %.
According to the declarations of the Bank of Albania, the inflation rate increased progressively during first three quarters of 2012, and fell at the end of the year.
The exchange rate EUR/ALL was almost at the limits foreseen at the prognosis of the Holt model as shown in the annual data graph:
Source: Bank of Albania
Key Conclusions and Recommendations
The indicators used in our model are predicting the trends and relations among exchange rate, CPI and trade balance, although the data series are limited. Some of the main conclusions drawn from the above analysis are:
a. The level of consumer prices in Albania significantly affected by the exchange rate of the euro. This is due to the large share of consumer goods occupy our imports. b. Trade balance, contrary to what is expected on theoretical grounds, fails to significantly influence the way that the exchange rate. This may perhaps because competition in our economy is not yet fully in regional trade and beyond. This would require more in-depth studies to clarify. c. Consumer price level depends to some extent, though not so significant, the trade balance. This can be explained by the fact that our trade balance is very negative, and price changes in the global arena transferred through imports in the level of consumer prices in the country in what is known as imported inflation. Some of the main recommendations are: a) Monitoring and surveillance of exchange rate can be a tool to keep under control the acceptable level of consumer prices, and maybe should be used especially when fluctuations (humiliating) sensitive to our currency. b) To assess the relative role of the exchange rate on the trade balance, we would recommend a thorough study and evaluation of factors affecting the level of trade balance, as well as an analysis of how competition works in foreign trade. c) Also analysis, could split and take into consideration the main important groups of CPI basket and main contributors on Albania's trade balance. These might give more clarifications and prove stronger linkages on the factors considered in this approach.
